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The U.K. budget for 1955-56 was presented to Parlia- 
ment by the Chancellor of the Exchequer on April 19. 
Last year’s boom and this year’s further rise in wages 
have enabled the Chancellor to count on £128 million of 
additional revenue from existing taxes, giving a total of 
£4,620 million. He has estimated that, at 1954-55 tax 
rates, the income tax would have provided an additional 
£116 million and profits tax an additional £7 million, 
though the end of the excess profits levy in 1953 will 
this year involve an estimated loss of £51.5 million—its 
first perceptible effect on the revenue—and that customs 
and excise duties would have provided an additional 
£58 million, of which £28 million would have accrued 
from purchase tax. The prospective loss of miscellaneous 
receipts, owing mainly to lower sales of government food 
and raw material stocks, has been put at £20.5 million. 
Altogether, ordinary revenue in 1955-56, at 1954-55 tax 
rates, would have been £4,844 million, a net gain of 
£106 million. 

The prospective increase in supply expenditure is £223 
million, after allowing for a fall of £18 million in defense 
aid. Gross defense expenditure last year fell short of 
the estimate by £143 million; this year, mainly because 
of this lag, gross defense expenditure shows a prospective 
increase of £40 million, to £1,537 million (net expendi- 
ture, after including U.S. aid, will rise by £58 million, to 
£1,494 million). Civil expenditure is expected to rise by 
£165 million, to £2,369 million, a large part of the rise 
being due to the “natural” growth in the cost of the social 
services, from £1,278 million to £1,315 million, and to a 
higher Exchequer contribution to the National Insurance 
Fund. Production grants and subsidies for agriculture 
and food are estimated at £325 million, and mainly take 
the form of support for agriculture. Expenditure on 
Consolidated Fund services is expected to rise by £34 
million, to £699 million, almost wholly because of the 
effect of recent money market developments on the inter- 
est cost of the national debt. Total ordinary expenditure 
is therefore estimated at £4,562 million, or £257 million 
more than was spent in 1954-55 (but only £39 million 
more than the original estimate for that year). 

Accordingly, the Chancellor envisaged an “above-the- 
line” surplus, at the old tax rates, of £282 million, com- 
pared with a realized surplus of £433 million in 1954-55. 
Net expenditure “below the line” is expected to rise by 
£83 million, to £584 million; compensation payments 
under the Town and Country Planning Acts will absorb 
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an additional £49 million, capital expenditures by the 
Post Office £27 million, and advances to the National 
Coal Board £20 million, while lending to local authorities 
is expected to fall by £33 million. 

The Chancellor noted that the United Kingdom must 
earn a balance of payments surplus sufficient to enable it 
to resume its traditional position as the main supplier of 
capital for Commonwealth development. This can be 
done only in a world of expanding trade, and only if 
U.K. industry has every chance to share in the expansion. 
To moderate the growth of imports and encourage ex- 
ports, he unhesitatingly rejected controls last year and 
chose the flexible restraint of fiscal and monetary policy. 
These measures have brought the situation under control, 
but will take time to be reflected fully in the balance of 
payments. World markets as a whole would offer sub- 
stantial opportunities for increased U.K. imports if such 
exports were competitive. Productive capacity would 
leave room to seize these opportunities if a policy of 
incentive and expansion were combined with continued 
restraint on home demand. In the coming fiscal year, 
it is expected that government demand for goods and 
services will be about the same as last year; fixed invest- 
ment will rise at least as fast; the present rate of stock- 
building should be adequate for expanding production; 
and personal consumption should rise less rapidly despite 
substantial wage increases. The increase in total home 
demand should be appreciably less than in the past two 
years, while the scope for increased production will be 
at least as great as in the past, if not greater. On this 
basis, the Chancellor was satisfied that, when the resources 
of a flexible monetary policy are taken into account, 
domestic demand would leave a margin of output avail- 
able to meet an increase in exports, and from this he 
deduced that there was scope for tax relief directed to- 
ward increasing production and, therefore, this margin. 
He therefore has proposed reliefs that will cost £134 
million this year and £155.5 million in a full year, in the 
hope that those who benefit will save rather than spend 
as large a proportion as possible of what they gain. 
The effect of the tax cuts will be to reduce the prospective 
“above-the-line” surplus to £148 million, or roughly one 
third of the surplus realized in 1954-55. 

The Chancellor has proposed changes in direct taxation 
which are limited in amount, which recognize the need 
for fresh incentive to the forces of growth and expansion, 
and which are of classical purity and simplicity. The 
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standard rate of income tax has been reduced from 9s.0d. 
to 8s.6d. in the pound. The reduction would benefit 
industry by £40 million and individuals by £76 million. 
Lower rates of tax, hitherto payable on the first £400 of 
taxable income, have been reduced by 3d. in the pound, 
but the band of income taxed at the lowest rate has been 
narrowed from £100 to £60. These reduced rates are 
combined with changes in personal allowances which 
raise the levels at which the tax becomes payable; the 
allowance for a single person has been raised from £120 
to £140, for a married person from £210 to £240, and 
for a child from £85 to £100. The benefits of all these 
changes will accrue to those with earned or unearned 
incomes, and because unearned incomes pay more, their 


Europe 


EPU Settlements for March 1955 


In the March settlement operations of the European 
Payments Union, the largest surplus was that of Belgium 
(27.0 million units). This brought Belgium’s cumulative 
credit position to 159 million units and the total amount 
of gold and dollars received from EPU to 552.7 million 
units (1 unit of account = US$1). France and the United 
Kingdom had only slightly smaller surpluses—26.2 mil- 
lion and 25.8 million units, respectively. Germany’s sur- 
plus of 9.3 million units was smaller than its February 
surplus of 14.9 million units. Greece’s position shifted 
from a deficit of 4.0 million units in February to a sur- 
plus of 2.7 million units in March. 

Italy had the largest deficit—31.7 million units—in 
March; its February deficit was 26.1 million units. Por- 
tugal’s March deficit of 4.8 million units changed its 
cumulative position in EPU from creditor to debtor. 
Deficits were also recorded by Austria (13.4 million 
units), Denmark (9.5 million units), Norway (8.3 million 
units), Switzerland (7.6 million units), Sweden (7.4 
million units), the Netherlands (5.7 million units), and 
Turkey (2.6 million units). 

The March surpluses and deficits were settled 50 per 
cent in gold or dollars and 50 per cent in credit, with the 
exceptions of those of France, Greece, and Turkey, which 
were settled fully in gold. The Union’s gold and con- 
vertible assets declined by 13.0 million units, to 408.5 
million units. The bilateral amortization payments to 
creditor countries totaled 11.7 million units in March. 
Source: Organization for European Economic Coopera- 

tion, Press Release, Paris, France, April 16, 1955. 


Sterling Exchange Rates 


A few days before the U.K. budget was presented to 
Parliament, the recovery of sterling stopped and the rate 
in the official market fell from $2.7915¢ to $2.791\4.¢. 


tax relief will be greater. The limit for relief on small 
incomes has been raised from £250 to £300, and the 
apprenticeship income allowance from £52 to £85. 

Only one change has been made in purchase tax—the 
rate on certain piece goods and household textiles has 
been halved, from 50 to 25 per cent. The benefits will 
cost £2.25 million this year and £3 million in a full year. 
They extend to all high-cost nonwoolen yarns, including 
silk, nylon, and linen, as well as to cottons and rayons. 
The items relieved previously bore about £6 million out 
of an annual total of £40 million on all textiles and 
clothing and a total yield of about £300 million for all 
purchase tax. 

Source: The Economist, London, England, April 23, 1955. 


The rate for transferable sterling moved correspondingly, 
from $2.7714 to $2.7615%4,. The reaction was attributed 
partly to the unfavorable impression created by the 
March trade figures. It is also significant that the drop 
followed immediately the news of an increase in the 
Federal Reserve rediscount rate in New York. The move- 
ment suggests a diminution of the modest flow of funds 
from overseas to the London market although, for the 
time being, the relative attraction of London persists. 
The three-month bill rate in London is 354 per cent and 
in New York 1.6 per cent, while the cost of forward cover 
to a U.S. bank is equivalent to an annual rate of about 
1.8 per cent. Certain discount houses in London continue 
to do appreciable business on overseas account, espe- 
cially Canadian. 

Following the presentation of the budget, there was an 
immediate recovery in rates; the official rate moved up 
to $2.7934 and the transferable sterling rate to $2.774.¢. 
In New York on April 27 the official spot rate was 
$2.7915 ,, and the transferable sterling rate was $2.77% «. 
Sources: The Economist, London, England, April 23, 

1955; The Journal of Commerce, New York, 
N.Y., April 28, 1955. 


U.K. External Trade 


U.K. exports in March rose by £27.5 million, to £260.3 
million, making the monthly average for the first quarter 
£247.3 million, or 10 per cent more than in the first 
quarter of 1954. The 1955 figures, however, are swollen 
by higher shipments following the dock strike; over the 
six months from October 1954 through March 1955, 
exports were only 3 per cent higher than in the corre- 
sponding period of 1953-54. Imports rose by £56 million 
in March, to £365.4 million, a total exceeded in only one 
month in the last four years. The average cost of imports 
in the first quarter (also affected by the dock strike), at 
£335.5 million, was nearly 23 per cent higher than a year 
earlier. With re-exports at £12.7 million in March, the 
gross visible trade deficit rose to £92.4 million. The 
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average deficit of £77.6 million in the first quarter com- 
pares with £59.4 million in the previous quarter and 
£40 million in the first quarter of 1954. 


Shipments to the United States recovered further in 
the first quarter to reach a monthly average of £13.9 
million—equal to the mid-1953 peak. The recovery in 
exports to Canada has been slower, partly for seasonal 
reasons; their first quarter average was £9.8 million. 


Source: The Economist, London, England, April 23, 1955. 


Economic Conditions in the Netherlands 


Economic expansion in the Netherlands in 1954 was 
greater than had been expected at the beginning of the 
year, according to the annual review of conditions and 
prospects in the Netherlands recently published by the 
Central Planning Bureau, an agency of the Netherlands 
Government. The net national product (in current prices 
at factor cost), which had been f. 19.36 billion in 1953, 
increased to f. 21.17 billion in 1954. This increase was 
larger than had been originally forecast, largely as a 
result of the steep rise in the volume of exports. The 
national product is expected to rise further, to f. 21.92 
billion in 1955. 

As a result of increased demand for both consumption 
and investment, imports rose more than exports, and the 
current account surplus on the balance of payments 
declined from f. 1.42 billion (US$374 million) in 1953 
to f. 700 million (US$184 million) in 1954. The Bureau 
expects the current account surplus to rise to approxi- 
mately f. 1.05 billion in 1955. 

Industrial investments in 1954 were higher than in any 
previous year, and total investments, measured at con- 
stant prices, were as high as in the peak year 1950. At 
current prices, total gross fixed investment in industry, 
agriculture, construction, etc., amounted to f. 4.5 billion. 
Net fixed investment was f. 2.29 billion, while inventories 
rose by f. 1.0 billion during 1954. 


The Central Planning Bureau’s figures show a further 
rise in the ratio of savings to private income in the 
Netherlands. (“Savings” include payments of premiums 
to retirement funds and social security funds, as well as 
deposits in savings banks.) 


Private 
Income 
(billion guilders) 


1923-29 __... 
1930-39 - 
1949 

1952 

1953 

1954 _. 
1955 


Savings Consumption 
(as a percentage of pri- 
vate income) 

5.15 7.0 93.0 
4.53 0.7 99.3 
12.07 3.9 96.1 
. 15.08 8.5 91.5 
16.40 12.8 87.2 
18.24 13.5 86.5 
18.99 13.6 86.4 


In 1954 savings through institutional investors (social 
security funds, pension funds, and life insurance com- 
panies) amounted to f. 1.10 billion. It is expected that 
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these savings will rise further in 1955, to f. 1.22 billion, 

and that savings through savings banks will increase to 

f. 0.46 billion. 

Source: De Twentsche Bank N.V., Weekbericht, Amster- 
dam, Netherlands, April 1, 1955. 


Norway's External Economy 


Preliminary figures for Norway’s balance of payments 
on goods and services for the first quarter of 1955 show a 
deficit of NKr 408 million (US$57.3 million), compared 
with NKr 287 million (US$40.2 million) in the same 
period in 1954. The larger deficit was due chiefly to a 
19 per cent increase in the value of imports, excluding 
ships. Exports rose by 15 per cent, a result of larger 
volume and higher prices. The terms of trade were about 
6 per cent more favorable in the first two months of this 
year than in the same months last year. The trade balance, 
excluding ships, showed a deficit of NKr 531 million; 
in the corresponding period last year it was NKr 407 
million. Net imports of ships rose to NKr 350 million, 
from NKr 319 million last year. While net freight earn- 
ings rose from NKr 430 million to NKr 470 million, the 
Statistical Bureau observes that the improvement in the 
freight market and the increase in the tonnage of the 
merchant marine were probably not fully reflected in the 
net freight earnings. The final figures for freight earn- 
ings may deviate from the preliminary. 

During the first quarter of 1955, grants received under 
the mutual security program and private donations were 
NKr 18 million, compared with NKr 39 million last year. 

Except for foreign exchange reserves, figures for 
capital transactions are not available. Gross gold and 
foreign exchange holdings of the Bank of Norway de- 
clined from NKr 685.4 million on December 31, 1954 to 
NKr 483.4 million on March 31, 1955. In the same 
period the debt to foreign banks and under clearing 
agreements fell by NKr 90.3 million, while the debt to 
EPU rose from NKr 672.6 million to NKr 737.8 million. 
Thus the net foreign exchange position, including EPU, 
of the Bank of Norway deteriorated by NKr 176.9 mil- 
lion ($24.8 million). 

Sources: Bank of Norway, Weekly Statement, March 31, 
1955, and Statistisk Sentralbyra, Aktuell Sta- 
tistikk, April 19, 1955, Oslo, Norway. 


Monetary Policy in Sweden 


The discount rate of the Sveriges Riksbank was raised 
from 234 per cent to 334 per cent on April 19. A few days 
later it was announced that interest rates paid and 
charged by the commercial and savings banks had also 
been raised by 1 per cent, and the rate of interest on 
mortgage loans and for municipal loans had been raised 
from 3.5-3.7 per cent to a maximum of 4.6-4.75 per cent. 
The Government also announced the flotation of a 24-year 
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loan to be sold at par, yielding 414 per cent. Moreover, 
the private banks were warned that, if they did not satisfy 
by July 1 the liquidity requirements stipulated by the 
Riksbank, its Board of Directors would recommend to 
the Government new and stricter legal cash reserve re- 
quirements in accordance with proposals currently under 
review by the Board. 


The recently appointed Governor of the Sveriges Riks- 
bank, Per Asbrink, declared that these measures had to 
be viewed against the risks of renewed inflationary de- 
velopments. He stated that the Swedish economy is cur- 
rently subject to overdemand, and the wage increases 
(4-6 per cent) agreed during the recent wage negotiations 
would constitute a further risk. The new measures are 
designed to provide the Riksbank with the basis for a 
policy aimed at effectively combating the inflationary 
pressures. The Riksbank would follow a strict credit 
policy which necessarily would lead to difficulties for some 
sectors of the economy, and it might be necessary to 
curtail credit even for sound and profitable investments. 


Sources: Svenska Dagbladet, Stockholm, Sweden, April 19 
and 22, 1955. 


Sweden's Foreign Trade 


Sweden’s total foreign trade in the first two months 
of 1955 was characterized by an expansion of both 
exports and imports. Exports to the sterling area were 
substantially above those in the first two months of 1954, 
while imports declined. An expansion in imports to the 
rest of the EPU area that was greater than the rise in 
exports resulted in an increase in the deficit with these 
countries, from SKr 140 million (US$27 million) to 
SKr 202 million (US$39 million). Trade with the ster- 
ling area yielded a surplus of SKr 47 million, against a 
deficit of SKr 58 million in the first two months of 1954. 
Imports from the dollar area rose by SKr 67 million, to 
SKr 209 million, but exports rose by only SKr 9 million, 
to SKr 102 million, so that the deficit increased to 
SKr 107 million, from SKr 49 million a year earlier. 
Trade with other countries resulted in an increase of 
SKr 5 million in the deficit, to SKr 23 million. Thus the 
over-all deficit increased from SKr 265 million to SKr 285 
million. 

In spite of the slight deterioration of the trade balance 
in the first two months of 1955, reserves decreased less in 
the first quarter of 1955 than in the first quarter of 1954. 
Foreign exchange holdings, including those of the com- 
mercial banks, this year fell by only SKr 83 million, 
compared with SKr 222 million a year earlier. At the end 
of March 1955, reserves of the Sveriges Riksbank 
amounted to SKr 2,293 million, of which about 82 per 
cent was in gold and U.S. dollars. 


Source: Svenska Dagbladet, Stockholm, Sweden, April 21, 
1955. 
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New Economic Measures Proposed in Finland 


Finland’s government-appointed Economic Council has 
proposed certain new measures for ensuring internal 
stabilization. The report containing the recommendations 
recalls that certain of the measures, proposed earlier by 
the Council, concerning building activity and investments 
have been carried out. It is estimated that under the new 
cash reserve regulations (see this News Survey, Vol. VII, 
p. 279) Fmk 6-7 billion will be blocked in the Bank of 
Finland during the period February-September 1955. In 
addition, the Government has taken the following meas- 
ures: for companies, the income tax rate has been raised 
from 32 per cent to 38 per cent and the property tax 
rate from 0.8 per cent to 1.0 per cent; the amortization 
allowances have been curtailed; and the tax on candy 
has been raised from 40 per cent to 50 per cent. The 
increase in revenue as a result of these tax measures is 
estimated at Fmk 11 billion. Furthermore, the Bank of 
Finland has drawn the attention of the commercial banks 
to the increase in building credits. 


After reviewing the economic situation, the Council 
concludes that these measures are not adequate to ensure 
balanced economic development and stable prices. It 
proposes that measures be taken to reduce the seasonal 
peak in building during the summer months. The central 
and local governments should reduce the manpower used 
on government building projects, postpone new building, 
and if necessary stop building already started. Present 
calculations show that building activity this year will be 
about 10 per cent above that in 1954. While the supply 
of building materials would be sufficient for such an 
increase, the manpower available would not permit it. 
Even an increase of 5 per cent would lead to overem- 
ployment if special measures were not taken. 


An estimate of the government budget made in Feb- 
ruary shows that there is likely to be a cash deficit of 
Fmk 5 billion in 1955, compared with a surplus of Fmk 9 
billion last year. The Economic Council states that, under 
present conditions, a budget deficit cannot be justified. 
In order to improve the budget position, the Council 
recommends that the right of exceeding the proposed 
appropriations be curtailed. 


Source: Hufvudstadsbladet, Helsinki, Finland, April 2, 
1955. 


Middle East 


Saudi Arabian Budget 


The Saudi Arabian budget for the fiscal year beginning 
August 30, 1954 estimates total expenditures at the equiva- 
lent of US$361.33 million and total revenue at US$305.94 
million, leaving a deficit of US$55.39 million to be met 
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from the State General Reserve Fund. Revenue from oil 
(royalties and income tax) is estimated at $257.7 million 
(84.2 per cent of total revenue) ; from customs, harbor, 
port, and quarantine dues, $27 million (8.8 per cent) ; 
from the Damman-Riyadh Railway, $7.2 million (2.4 
per cent); from Saudi Arabian Airlines, $6.67 million 
(2.2 per cent); and from miscellaneous sources, $7.37 
million (2.4 per cent). 


Expenditures of the different ministries are estimated 
at $216 million (59.8 per cent of total expenditures). The 
royal family is allotted $45.01 million (12.5 per cent). 
Appropriations for public projects not included under the 
ministries’ expenditures are put at $42.67 million (11.8 
per cent), and appropriations for meeting the preceding 
year’s debt at $34.26 million (9.5 per cent). Estimated 
expenditures for government administration, other than 
ministries, are $17.29 million (4.8 per cent), and mis- 
cellaneous expenditures amount to $6.11 million (1.7 per 
cent). 


The $216 million appropriated for the ministries is 
distributed among Defense ($125.87 million) , Communi- 
cations ($25.93 million), Interior ($21.86 million) , Edu- 
cation ($12.18 million), Health ($10.55 million) , Finance 
($9.02 million), Foreign Affairs ($5.6 million), Agricul- 
ture ($4.25 million), and Commerce ($0.75 million). 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., March 28, 1955. 


Credit Control in Israel 


The Bank of Israel has issued new directives according 
to which it will grant credit within an aggregate limit of 
1£6 million to banks for purposes stipulated by it, at 6 per 
cent per annum, provided that the moneys thus advanced 
are not re-lent at a rate higher than 81 per cent, including 
all commissions and charges. Therefore, to the extent 
that the liquid resources of banks are insufficient to allow 
a total increase of I£6 million in their loans, credit may 
be obtained from the Bank of Israel instead of by the 
method formerly practiced of exempting certain author- 
ized bank loans from the calculation of the liquidity 
ratios which the banks are required to maintain. 


Source: Bank Leumi le-Israel B.M., Annual Report and 
Accounts 1954, Tel Aviv, Israel, April 21, 1955. 


Far East 


India-Pakistan Railway Agreement 


India’s Minister of Rehabilitation and Pakistan’s Min- 
ister of the Interior agreed on April 12 to restore the 
four railway links between the two countries which were 
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discontinued soon after the partition of August 1947. 
Freight traffic between West Bengal and Assam (India) 
through East Pakistan will start moving from May 1, 
1955. Two other routes, one connecting Rajasthan (India) 
with Sind (Pakistan), and the other linking Gandasingh- 
wala and Ferozepore in the two Punjabs, will be opened 
by June 1, 1955. A through railway train service between 
Calcutta and Lahore will also be resumed on a date 
to be fixed later. Through railway traffic, including 
regular passenger service, between Amritsar (East Punjab 
State, India) and Lahore had been restored as of Octo- 
ber 28, 1954 (see this News Survey, Vol. VII, p. 154). 


The Ministers agreed that travel between their respec- 
tive countries should be facilitated by means of a more 
liberal visa system, by creating additional authorized 
routes for bona fide travelers between the two countries, 
and by additional check posts to curtail the movement 
of unauthorized persons without documents. 


Source: The Statesman (Overseas Edition), Calcutta, 
India, April 16, 1955. 


Reduction of Ceylon’s Customs Duties 


Export duties on Ceylon coconut products have been 
reduced as of March 11, 1955. The new duties, in rupees 
per long ton, are 200 for copra, 135 for coconut oil, 
and 95 for desiccated coconut, compared with the pre- 
vious duties of 260, 208, and 156, respectively. The re- 
ductions were the result of the drop in prices of these 
commodities. 


Import duties for some items also have been lowered 
as of February 25, 1955. These items include chlorinators, 
nondomestic refrigerators and component parts, and 
machinery, not elsewhere specified and imported for the 
purpose of essential industrial development. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., April 4, 1955. 


Steel Factory in Thailand 


As government surveyors in Thailand have found ex- 
tensive iron deposits of high quality in Umkrum moun- 
tain, 50 miles north of Kanchanaburi, a plan to open a 
smeltery has been outlined. Foreign firms are invited 
to exploit these deposits either alone or in cooperation 
with the Government. 


The smeltery should produce not less than 100 tons of 
steel a day. Preliminary work will be undertaken by the 
Government to provide details on converting the ore into 
finished products and to provide information regarding 
a site for the factory, the rate of delivery, and the amount 
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of capital needed in Thai and foreign currencies. It is 
expected that large quantities of ore will be found. 


Source: The Bangkok Post, Bangkok. Thailand, Febru- 
ary 8. 1955. 


World Sugar Export Quota for Taiwan 


An additional quota of 60,000 metric tons of sugar 
exports has been granted to China (Taiwan) this year 
by the executive committee of the World Sugar Council. 
The 1953 World Sugar Agreement of London gave 
Taiwan an annual export quota of 600,000 tons, a quota 
that was exceeded only by that granted to Cuba. In 1954, 
however, the Council cut the quotas generally by 20 
per cent, thus reducing Taiwan’s export total to 480,000 
tons. As a result of a recent purchase of 300,000 metric 
tons of sugar from Cuba by Russia, the Taiwan sugar 
export quota was raised. Russia was classified as a sugar 
exporting country, and its purchase of 300,000 tons of 
Cuban sugar disrupted the balance in the world sugar 
market. 

Taiwan expects to produce 600,000 tons of sugar this 
year. Japan is Taiwan’s major sugar buyer, with the 
Middle Eastern countries as the second best customers. 
Source: The China News, Taipei, Taiwan, April 9, 1955. 


Japanese Foreign Exchange Budget 


For the first half of the current fiscal year (April- 
September 1955), the Japanese Government has decided 
on a foreign exchange budget of $1,317,295,600 in terms 
of U.S. dollars, which includes $1,107.0 million for im- 
ports of goods and some $210.3 million for invisible pay- 
ments. Compared with the budget for the first half of the 
last fiscal year, there is an increase of some $57 million 
in imports of goods and a decrease of $100 million in 
invisible payments. 

The new budget makes ample provision for imports 
of necessities and of raw materials for the manufacture of 
export goods. Also, as a measure in the liberalization of 
foreign trade, imports of goods under the automatic- 
approval system have been increased, the budget provid- 
ing for 360 items valued at $155 million. Because of the 
dollar shortage, the Government has adopted a policy 
of encouraging imports which do not require payment 
in U.S. dollars, Canadian dollars, or Swiss francs. 

The main imports are foodstuffs ($290.1 million), 
textile materials ($260.4 million), petroleum ($66.9 mil- 
lion), and raw materials (excluding coal) for wire and 
steel works ($51.1 million). The principal invisible pay- 
ments are those for transportation ($75.7 million) and 
foreign investments and technical aids ($34.4 million). 
Sources: The Nippon Times, April 4, 1955, and Bank of 

Tokyo, Weekly Review of Economic Affairs in 
Japan, April 9, 1955, Tokyo, Japan. 
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Foreign Orders for Japanese Ships 


During the fiscal year ended March 31, 1955, Japan 
received foreign orders for ships totaling a record ton- 
nage of approximately 800,000 gross tons valued at 
US$160 million. This compares with orders for 165,000 
tons valued at $40 million during the preceding fiscal year. 
The increase is attributed to the operation, until Novem- 
ber 1954, of the ship-sugar link system, short delivery 
dates, and easy settlement terms. 


Source: The Journal of Commerce, New York, N. Y.., 
April 18, 1955. 


United States 


U.S. Export-Import Bank Credits 


Credits to four countries, totaling $34 million, were 
authorized by the Export-Import Bank of Washington 
on April 22. 

Italy. The largest credit, for $20 million, was estab- 
lished in favor of the Istituto Mobiliare Italiano (IMI) 
to finance the purchase of U.S. machinery and equipment 
by Italian metal-working, chemical, and other industrial 
firms. Under this line of credit, the Bank also approved 
an allocation of $6 million to FIAT for the purchase of 
U.S. equipment to modernize and expand its automotive, 
aircraft, and other facilities. A similar credit line for 
$100 million was established in favor of IMI in 1947, 
and about two thirds of that loan has since been repaid. 
Firms assisted under the earlier loan, including FIAT. 
have expanded output, lowered costs, and increased their 
employment. Under the new line, credits will be extended 
for a period not exceeding ten years. The FIAT credit, 
for example, is to be repaid over five years beginning 
1957; interest is payable at 454 per cent per annum. 

Haiti. A credit established in 1951 for $14 million 
to the Republic of Haiti has been increased to $21 million. 
The additional funds will enable Haiti to carry its flood 
control and irrigation project in the Artibonite Valley 
through the construction phase. The project includes a 
massive dam on the upper Artibonite River, which will 
also serve as a source of hydroelectric power. When fin- 
ished, the project is expected not only to yield sufficient 
food supplies for Haiti, but also to provide exportable 
surpluses. The project has been jointly financed by the 
Export-Import Bank and the Republic of Haiti. The total 
credit will be repaid in 18 years beginning September 
1959. The $7 million additional credit bears interest 
at 414 per cent per annum. 

Austria. A line of credit for $6 million was established 
in favor of three Austrian banks to finance shipments of 
U.S. raw cotton to that country. The Republic of Austria 
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will guarantee payment of drafts drawn under this line 
of credit, such drafts to mature not later than 18 months 
from date of issue and to bear interest at 314 per cent per 
annum. Availability of exchange will be guaranteed by 
the Osterreichische Nationalbank. This is the second cot- 
ton credit to Austria, the earlier one, also for $6 million, 
having been authorized in 1952. 


Thailand. A credit of up to $1,250,000 was authorized 
to the Siam Cement Company, Limited, of Bangkok, for 
the purchase of U.S. equipment for generating electric 
power for use in cement production. The new equipment 
will enable the company to expand its output of cement 
and other products (pig iron, iron bars, and firebrick). 
This credit bears interest at 54% per cent, repayable over 
ten years beginning not later than July 1957. The Thai 
Government will furnish assurance of convertibility of 
local currency into U.S. dollars. 


Sources: The Export-Import Bank of Washington, Press 
Releases, Washington, D. C., April 22, 1955. 


U.S. Margin Requirements on Security Purchases 


Effective April 23, the Board of Governors of the Fed- 
eral Reserve System raised margin requirements on stock 
purchases and short sales from 60 per cent to 70 per 
cent. The increase is attributed to the recent sharp rise 
in loans by New York and Chicago banks to brokers 
and dealers for the purchase of corporate securities. These 
loans rose $168 million in the first three weeks of April, 
to almost $2 billion, the highest since the beginning of the 
statistical series in 1938. 


The rise in margin requirements is the latest in a series 
of moves to limit the rate of economic expansion. Margin 
requirements were raised from 50 per cent to 60 per 
cent early in January, but this apparently had little 
or no effect upon stock market activity. In mid-April, 
the Federal Reserve Board approved an increase from 114 
per cent to 134 per cent in the rediscount rate charged to 
member banks (see this News Survey, Vol. VII, p. 330). 


Source: The Wall Street Journal, New York, N. Y.., 
April 25, 1955. 


Latin America 


New Economic Measures in Bolivia 


The Bolivian Government has authorized general wage 
and salary increases, effective March 23. Also, since 
an adjustment at the same time in some prices may be 
necessary, all enterprises desiring to raise prices have 
been invited to present justification to the proper official 
agency. 
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Wage and salary increases authorized for male day 
laborers range between 70 and 75 per cent, and for male 
salaried employees in private industry, between 51.9 and 
75 per cent. Minimum rates for the latter have been 
fixed at 21,000 bolivianos per month (190 bolivianos = 
US$1 at the official rate). The pay scales set for women 
and minors are lower than those for males. The rates 
established for agricultural labor vary according to 
whether the work is performed on the “altiplano” or in 
the eastern lowland areas. Special provisions are made 
for state employees and other categories of workers, such 
as hospital, hotel, and restaurant employees and domestic 
servants. Additional fringe benefits were conferred by 
increasing family and nursing benefits by 60 per cent 
on April 1. Laborers and employees of mines maintain- 
ing commissaries with subsidized prices are to receive 
increases ranging from 40.4 to 50 per cent, or somewhat 
less than those for workers for whom such facilities are 
not available. Wage increases granted by individual 
employers since the last general wage increase on April 3, 
1954 are to be incorporated as part of the current in- 
crease. 


Manufacturing and construction firms were authorized 
immediate price increases, not to exceed 20 per cent, 
subject to approval within 30 days. At the same time, 
retail price ceilings were placed on a wide range of 
basic imported and domestic foodstuffs and on petroleum 
products. As a result of the wage increases granted 
railway workers, passenger and freight rates on all Bo- 
livian railways were increased. 


The Government has also called upon the Mining 
Corporation, the agency which operates the nationalized 
mines, to work out within 90 days incentive plans for 
increasing production. These plans are to be formulated 
by a new commission, composed of representatives of 
interested government agencies and the Central Labor 
Organization of Bolivia (COB). and which will replace 
a similar former commission. 


Mines and mine operators are to receive a bonus of 
80 per cent in dollars for any surplus they may produce 
above their average output in the years 1952-54, the re- 
maining 20 per cent to be paid in bolivianos. This dollar 
bonus may be freely disposed of or used for the import 
of specified items. 


The Government also authorized the Mining Bank to 
increase by 120-160 per cent prices for the output of 
privately owned small and medium-sized mining com- 
panies. Medium-sized mining companies are guaranteed 
16 per cent of the gross value of their output in dollars, 
which, like the bonus payment, is to be used for importing 
essential equipment. This foreign exchange authorization 
will revert to the Central Bank if it is not used within 180 
days. For each small-mine operator, special dollar ac- 
counts are to be opened, equal to 16 per cent of the gross 
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value of his sales, to insure his receiving his full share 
of his dollar earnings. 

Operators of medium-sized mining companies are also 
authorized to conduct their own export sales negotiations, 
if by so doing they can obtain better prices than those 
paid by the Mining Bank, although the contract will be 
signed by the Bank, as heretofore. Export sales, as well 
as equipment imports of the small mining companies, 
will continue to be handled through the Mining Bank. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., April 18, 1955. 


Chilean Debt Accord with U.S. Oil Companies 


The Chilean committee in charge of debt settlement has 
worked out an arrangement with U.S. oil companies for 
the repayment of about $15 million in overdue debts. 
However, the agreement is still tentative and subject 
to final approval by the Chilean Government. The debts 
would be paid off in monthly installments over a three- 
year period, and interest would be paid on the balances 
outstanding. At the same time, the Chilean Government 
would undertake to provide dollar exchange for all cur- 
rent imports of oil. It is reported that banking sources 
have estimated that another $10-25 million of payments 
for other Chilean imports from the United States are 
overdue; these sums, however, unlike the amount owed 
on oil purchases, are not blocked but are payments that 
are two to three months in arrears. 


Source: The Journal of Commerce, New York, N. Y., 
April 12, 1955. 


Other Countries 


Australian Trade Developments 


Australian trade showed a surplus of £A 4.7 million in 
March, following two successive monthly deficits. How- 
ever, the high level of imports which had induced the 
Government to tighten import restrictions showed no 
signs of declining (see this News Survey, Vol. VII, 
p. 300). March imports, at £A 77.6 million, were higher 
than in any month of the current fiscal year and were 
15 per cent above imports in March 1954. Total imports 
for the first nine months (July 1954-March 1955) of the 
current fiscal year reached £A 616.3 million, compared 
with £A 492.3 million in the corresponding period a year 
earlier. 

Exports rose to £A 82.3 million in March, from £A 68.3 
million in February; in March 1954 they had been 
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£A 86.3 million. For the nine months, July 1954-March 
1955, exports were £A 579.5 million, compared with 
£A 646.4 million in the nine months to March 1954. Thus, 
in the recent nine-month period there was a trade deficit 
of £A 36.8 million in contrast to a surplus of £A 154.1] 
million in the corresponding period a year earlier. Since 
March is the last of Australia’s best exporting months, 
Australian trade authorities see little hope of the trade 
deficit being greatly reduced in the remaining three 
months of fiscal 1954-55. 

Source: Australian Financial Review, Sydney, Australia, 


April 7, 1955. 


South African Gold Production 


Gold production in South Africa in February totaled 
1,114,962 fine ounces, a little less than the output re- 
corded in January. Average daily output, however, in- 
creased from 44,704 fine ounces to 46,457 fine ounces. 
There was no significant change in the output from the 
new mines in the Orange Free State, where, however, 
average working costs have fallen from 56s. 3d. per ton 
milled during the first two months of 1954 to 51s. 7d. 
Average working costs per ton milled in the Witwaters- 
rand mines were 39s. 1d. 

Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
April 1955. 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, May 1955, shows that in 
February Denmark repurchased from the Fund kroner 
in an amount equivalent to US$10.96 million. (See also 
this News Survey, Vol. VII, p. 295.) 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 
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